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SUBJECTS Approooh to ZOl.byTt; KOSTTL to Pt;rtlolf*te In the 
Serrloe of the Now Bonn Defenae N.'.nistry" 


TOt Piles 


1. At 0630 hours on 4 Jan 52, 201 telephoned 35/2'! ^ 

a meetlnp at the earliest possible moment, 35727 noted tbe—uTjonoy. in ZOl'a- 
tone<of Toloe and set a meeting for that morning a t 1200 hours at the Salzburg 
Railroad Station. 



2, At 1200 hours on 4 Jan 52, 35727 picked up 201 who was waiting at the 
exit gate of ttie Salzburg railroad atatlon, and drove with him (in 35727's 
privately owned vehiole) toward the environs of Salzburg. As soon as the 
oustomary salutations were dispensed with, 201 began his reoltal of his ohsnoe 
meeting with Hoettl in Linz, proposition offered to 201 by Hoettl and 201 'a 
meeting in Bad Isohl with alleged represents tivea of the Bonn Government. At 
the donolusion of 20l'e expose, 36727 direoted 201 to remain in Salzburg that 
afternoon and to write an oooount of thoae points whloh he had rolated verbally 
to 35727 . 201 readily agreed to do so* 201 stated that he would need the better 

part of that afternoon to complete hia report. Aooordlngly an appointment was 
made for 1700 hours 4 Jan 52 in the Uozartplatz at whioh time 201 would consign 
his finished report to 3S727. At preolsely 1700 hours, 55727 drove to Uozart- 
platz, pibked up 201 and drove hia to the railroad station. During the ooursn 
of the drive from Mozartplatz to Ihe railroad station 201 gave 557-27 his report 
relating the events of his meetings with Hoettl. The report was dlsouased 
briefly and 201 was allowed to depart for Lambaoh on Ihe Arlberg Express leaving 
Salzburg a t 1752 hours. 201 was told that within two weeks he would be advised 
S3 to his future oourse of action. At 1745, 4 Jan 52, 56727 submitted 2Cl*a 
reoort to 55702, 


3. The following is & verbatim oopy of 201 'a report with the original 
ablaohed licretoi 


"Operation Report 


4 Jen 62 


Subjeott The Intelli.'enoe Soivioe of the New German I'.lnistry of Defenae 
1 . IntroduotloH 

When still residing in Italy, douroa reoeired from time to time loRrtors 
from "A'illy", an old ex-oolleague and friend of bia. Sinbe February or' Siaroh 
I960; however. Source did not answer any longer to these lettera beoauae of 
dllly's suspicious policioal aotivi'ty. Not reoelvlag any answer on 'the following 
Isttera also V^illy . stopped the oorrespondence in September 1950. Since that 
period Souroe had no direct or indirect contact ■with 'Aillv. i /”\ 
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Souro« lefi It»ly definitely la Ocbo'ier 1951 ttklnt -the ;iietr reeidenoo In ■ 
Auatr'ia. About the 20th of Deoeniber Source rooelTCu throu^ the fandljr of _ . , ■ 

Source's wife In Italy a letter sent on the third of beoensher. 1951 by “Willy 
frosB Austria; to one of Source's Rosab cover, addresses (Vle Felerle No. 8), la. , 
thla letter. Tfillyoosxmunioated that he /would arrive In Rome about the middle of 
the month and that he would lUco to speak to Source at ’Chat.ocoaai.on* 

Source ms ectonishod ts hear of Ti'illy after oore than one year of sllenoe. .; 
Some days later Source met Wil'y in I.inE without having; made an appointment.' 

Source said i. "I am sorry -thav wf did not meet in Rone but that time I was. ia . 
Boltane to spend there -the Christmas holidays. -Nben I balled up oy Roman 
Roqualntenoes to send them ny Chrieties wishings 1 heard that you had written a 
letter announcing your vlait in Rome. Thinking you had to tell me some-thinc 
of importanov I took the train at Boltano to cone to aee you", 

7-'illy was glad to see Source and told -the following reason for his Roman 
journey: 

II Operation Report : 

Willy was oontacted by a leadin.^ parson, of the new Ceitian intelligenoe 
service who asked his bollaborution at -the organization of -the Government of 
Bonn. (201 dons not recall the name of the individual) After several oonverea- 
tloBs .the delegate ohief of the section Sou-th-East (Balkan; end;ltedltei*ranean ... 
oountrles) Source interrupted Willy asking of whet kind of"8erTlbe" .he. -was ; \ 
speaking. The answer wsb; "In five or six months -the new Gevmair liinistry of ‘ ; 
Defense will ce established. TF«e -chief will be, without doubt, the aotuai 
security oosad 5 sar*'*lH.ANA. The govomment of Bonn, however, is already now 
^beginning to set up the intelligenoe service of this iUnistry. The ohief of,,., 
ttils service is Col HEINS, already new Tiilly's direot supervisor. The goyerniman-t 
naturally oanr.ot pay -the Licmbers of the organization before It does not officially 
exist but at the.aomant when the Allies allow -the opening of the Itinlatry of ;*! , 
Defer.BQ its intelligenoe network will bo ready to start the official activity^ . 

, --. -jf'. 

^ Source asked how it is possible that R illy, as an Austrian oititen can , 
enter the German iatelXigenoe servioe, Ko answered. that the aeoesscry steps ' 
ha-ve already been taken -to give him ths German oitlzenahip. 

• • 

-lly said the aim of his journey to Homo was to oontaot Souroe. TUlly 
Intended to nocinju-'..o Source Chief of the Sub-aeotion''ItBiy -vid Near East" 
of the section "South' Bast" directed by Nllly himself . 

Souroe thanked him for the kindness, answeribg that he would think it o-ver . 
and that he would oall him up in one of the following days to give an answer ■ 
before Souroe* a return to Italy, 

On Thursday -3rd of January 62 Souroe called up Willy (ALT»ABSSSE Ho, 16) 
asking for an eppolntaent, Mlly proposed to meet at Bao .Is^l on the sane day. 
Source went by train from Linz to Isohl end mot Nilly at the Station Rea-taurabt. 
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Willy, uMio Is oonrlnoed that Souroa still residss la Italy, proposad that 
Source ;iand hit reports in hy oourier to Bolxano and Hilly will wend a bourler 
to Bolsano. douroe aade the oovmter-proposal to oail the reports et InasbruolcC 
beoause he has good and safe ways, ^llly agreed and expeots the first reports^ 
signed with "L*606" at tho and of the oonth of January, addressed to NIBELUliG]^- 
VERLAC,' ALT-AUSSlSE,->OSTPACa Ho. 5. ji- 

.PS.; ' ‘ _ 

Willy awant that the now senrioe will be the first one with a real 
independonoe whloh will not be oontrolled by any Alliod intolllgenee .Ageney. 

Ihe TIB ooiapoaed also of Gernan elements is destind to die beoause of the 
mistakes whieh its ohief Tonj'SKiLSH ^doboaittad and is still oonmitting. GESLEH 
tried to gather all 'TnTelllgenoV''aoti7ity under hia leadership, making himself 
so automatioally an eneBy of all other German intelligenae offioers." 

’4* COMMEHTS 

' a. Qxe following points wera oorered verbally by 201 in his oonveraa* 

tl on with 35727 and were inadvertently onittod 'oy 201 in hia written expose. 

(1) Qoettl, in an. obvious attempt to . ispress upon 201 the magniti^e 
of Col Heinz's oooneotlons, flaunted the nsme of an Amarloan' 
General with whom Col Heinz was In direct oontaot but sating . 
ooBpletely independent ftf of the Amerlosn fwneral in regard 
to the estebllahing of the Intelligenoe Service of the Bono 
Ministry of Defeiase. 201 gave an Itslian pron'inoiation. to the 
Anerioan Genaral s name but it was enough Identify the 
\ general's name as THUSCX3TT. 

. ' (2) 201 stated that Scettle intendad to operate hia Chief (201) '‘ 

I of the Seotion "Italy and the Near Bast” under the cover firsts 

of either Clerodent (dental produeta) or keroedas Benz in Milan 
Italy. 201'a salary was fixed at 1000 OM's monthly plus 
expenses for operational neoesslties. 

(3) L 303, the operative in charge of the Hungarian Section, ia 
believed to be a Jesuit priest. Ho further details were 
known by 201. 

i , (4) 201 states that he was direoted by Hoettle to oontinue his 

work with the Amfirioans and to draw his, salary from them 
I until sue'h uime os the statutes of the Bonn Defense Ministry 

has been definitely established. Once that Is acoompllahed, - 
201. is to sever all relationship and oontaots with the - ' - 
"Amerioans" and is to sign a sworn statement to Jhat effect. ■ 

' . At the same time he (201) would pledge alleglanoe to the 

i' Bonn Jovernaent, . i 
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After ha rlni 5 heard that Souroa evevitually Tieuld be l!’'*lln*d vo enter the 
new aenrloe Willy gave further detail! > He found for hla aeotlon "South l*!t" 
alrea^ the ohiefe for the auh^seotlona* Every aub-oeotlou ohief has a nu:iU>er« ! 
for inatanoe,"L-101", "L-202", **L-dOS" and so on (tha t itsan*' -’‘Line 101")*;: Souroa 
rooeired the nuiAer "L-SOS". WlUx told that he. in the tiiao oetween the, first 
and aeoond meeting with Souroe he apdlce with his a^4lef (Col Heinxf) who aoo opted 
the proposal to nominate Souroe ohief ' of the sub^seotlon "Italy and Veer. Kast". 


. "ihat Is very fine", answered Souroe "but how do you imagine yourself .that 
the oonorete solution will be". If Souroe should d of lnli;ely aooept the offer* 
he would reoeive an offlolal poat at the Ulnls.try of Defense and would be 
offlolelly working In Italy, The <hlef and Willy will ocae to Horae In Febmirry 
1952 to Introduce Souroe to the German Ambassador ron Brentano as the responsible 
lian for' ewery German intelllgohoe ootlwlty in Italy and the ICediterranean nrea* 

As a bover aotivlty Souroe will reoelwe, through Bonn* a post at a German firm 
in Italy. 


The payment will begin immediately after the offloial opening of the 
Ministry of Defense. Souroe's poaitlon will be Jtrengthened by the fact that 
the miole ’ (ex)change of Inlelllgonoo material between the German lerrioe and 
'■fre Italian agenolea will bo done through Source. 


In what problems is the German senrloe in Italy Interested iat Military* 
politloal and eoonomlo information} eotlTlty of the Italian Conmninist Party} 
Cominformi oontaota with the Arobian people in North Africa i the emigration 
group in Italy} oollaboratlon with the 7atloan, 

At ihe meeting in Isohl wry also present liilly’s Chief of Staff* ox»bffioor;. 
of the Abwehr, who works no w with an Amerioan intelligerKja agenny^ (hilly 
■ mentioned that all his subaeotion ohiel> work now with the CIC, UlS and other 
agenoles but they are already retiring tiiemselxes from. these serrioea and try 
to i’a^y there only until that moment iheii the German serrioe will begin its of:?l* 
cial aotlTity (with other words - will b«gin to payl) 

Willy Introduoed his "Chief of Staff" to Souroe ae Baron MAST (or BLAST) a ' 
man of about 45 yeara* meager] 170 om high, wears speataoles and a Steyr Jaoket* 
Willy and his man (ex)changed reports and information in the presonoe of Souroe 
who was begged* howerer# to read a newspaper during their oonversution. Willy 
gare his man about ten reports, vhloh contained among otoor things, statistlos 
end designs about the oomposltion* armaments* uniforms* looation* personnel and so 
on of Russian Dirislons and als o Amerioan military units. Source heard that 
Willy has direct oontaots with ilungary (through his "L-503"), Willy spoke only 
in number "L-101", "L-404", for instanoe but mentioned also a certain "Otto" 
and Langen" as their oollabora tors. 

At the end of the oonvoraation wniy told Souroe that It would be useful 
to begin immediately with the work* using also old matarial bcoausa they don’t ‘ 
have anything about"Itily and every Information Is new for them." 
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201*8 personol rsao&lons to Hoottl's propoiitioai 201 is wary 
of Hoottl'a intontlons and do os not iskend to beooaw a pawn in 
Hoetti's politloal Intrlguea and u neutering s. At tha aaaa 
tlBM 201 views Hoetti's proposals with a roseate hue beoause 
ha sees in then a ('oldeo opportunl^ to beooma a bona fide* . 
respectful German oltisen and oivil' serrunt devoting all hie 
tine <^nd energies in the legitiaate. pursuit of bis career whieh 
began in 1935 imiaediately upon his graduation fron the University 
of Berlin with a degree in politloal solenoe* Nonetheless, 201, 
of his volition, stated that if he reoeived the neiesaary 
approval from 357 27 he would aooept Hoetti's proposition to go 
to Italy and reaotivete his old oontaots and llnas.^ This 
would afford hin "the opportunity of fumiahing 35727 with the 
modus operand! ( to Inc'* *de funotion, personnel, lite i of 
oommunlostion, copies of reports speoifio targets, etc) not 
only of the Bonn’s Defense Ministry Intelligence Serrioe but 
also Italian Intelli ;enoe". As an after thought 201 stated 
"of course such an operation will entail Ifae use of the most 
stringent seourity measures!" 35727 agreed, and stated that 
before suoh an operation went into effect, the most minute 
detail would bv worked out to the nth degree, 

201 is also aware that Hoettl, whom 201 regabds as an 
ambitious, unscrupulous and astute individual maybe undertaking 
thia project on his own initiative in the hopea that he (Hoettl) 
may reoelve the aoooladey(and baokin*;) of former German . 
colleagues otf- the rising star within the orbit of future German 
Intelligence endeavors. This wuld assure Hoettl, according 
to 201, that high l,ev^l, niche that Hoettl sou^it not only 
during 7r/iTII but al^Si&iose past war years extending to the 
present date. 


35727 
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